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We have considered your application for recognition of exemption
undex section 501(c)(3) of the Internal Revenue Code and concluded
that you do not qualify for exemption.

The information submitted indicates that you were formed on
I odor the laws of the state of . You filed
your application for recognition of exemption on NN .
Your purposes, as stated in your constitution, are as follows:

The resident council shall be the program planning body

for I s ident. . .

It shall design, plan and carry out the resident program.

The council also shall be a liaison body, interpreting
administration policies to residents and conveying to
the administration suggestions regarding any phase of
life and services of the home....

Your by-laws also set forth the following purpose:

To provide a forum through which constructive suggestions
mzy be offered and projects initiated for the mitual bene-
fit of the institution and the residents of ||
I .

To provide information to the residents on action taken at
resident council meetings.

Your constitutlon and by-laws do not include a provision describing
the distribution of your residental assets upon dissolution.

You weve formed at the same time as the opening of the Center. Your
appllcation states that you do not have a governing board as yet, but the
director of the Center's resident services department and the director of
the Center's activities department are advisors of the Council. The director
of the resident services department also signed your application for exemp-
tion. The Social Worker and the program director of the Center are to
serve as nonvotlng members of your executive committen. .



You have stated that your main objective is to cperate in the best
interests of the residents. The Heetings are neld once a month by the
reaidents. The meeting consists of discussions pertaining to problems
of the center, complaints from the residents, and informing the residents
of future social activities.

_ You will also conduct fundraisers activities from which the proceeads
will be pald to the resident council.

In describing your residents, you stated that many have congestive
heart fallure or have had strokes. MNost residents are between the ages

of 74 and 72 years old. Tne average length of stay is two tc three
months. :

Section 501(c)(3) of the Code provides for the exemption from federal
income tax of organizations organized and operated exclusively for charitable
PUTpOSEs.

Section 1.501(c)(3}~1(b)(L) of the Income Tax Regulations states
that an organization is organized exclusively for one or mare exenpt:
purposes only if its articles of organization limit the purposes of
such organization to one or more exempt purposes.

Section 1.5801{c}(3)~1(b)(4) of the regulations states that an organi-
zation 18 not organized exclusively for one or more exempt purposes unless
its assets are dedicated to an exempt purpose.

Section 1.501(c)(3)~1(d)(2) of the regulations states that the term

"charitable" is used in section 501{c)(3) in its generally accepted legal
sense.

Section 1,501(e){3)~1(a)(1)(ii) of the regulations states that an
organization is not organized or operated exclusively for charitable pur-
poses unlens it serves a public rather than a private interest. Thus,
to meet thlu requirement, it is nacessary for an organization to establish
that 1t is not organized or operated for the benefit of private interests
such as designated individuals, the creator or his family, shareholders
of the organization or persons coutrolled, directly or indirectly, by
such private interests.

Rev. rul, 68-73, 1968~1 C.B. 251, holds exempt from income tax under
section 501(c)(3) of the Code a non=-profit organization which ministers to
the non-medical needs of patients in a propristary hospital by reading to
them, writing letters for them, and providing other similar perzonal ser-
vices. It 19 ot related to or controlled by the proprietary hospital,

and the services are of a type which are not ordinarily provided by a
hospital.,



Bazed on the inforzation subaitied, we hzve concluded that you fall
to zmeat the orzanlzational rojuirements hecausse you do not have & proper
dissolution clauwe, aad your purposes are not szclurively charitable.
e have noted vour willlngness to cunsider amendzant o your organizational
documentsz. Fowvever, your carrent organizational docunments fall to satisfy
the organizatienal requircaents deseribed in section 1.301{e)(3)-1{4) af
the regulstiony.

He also have concleded that you are operated to asrve thie privete
interegsty oFf the Cearor in onre than an loecidental ianner.

The ianforaction submitted iadicates thar your activirins sve of
the type that are ordioarily provided by the Centere It {8 the Teagon~
s1bildity of the Center to answer copplaiants of the regidents, and organize
and <onduct socinl prograps for the vesidents in erdsr te malotadan the
vresidant's gensral welfare at the Center. The services you provide
gserve to reduce the turden of the Coenter to provide mervices and
axpaad {unds for the residentsa’ noeds.

In addition, althongh vou have stated that you are not controlled
by the Conter, you are substantielly related to the Center. The directors
of the resldent gervices department and the activitiss dopavimant ate
adeisors te the Councile. They also zet as the govaraing body heeausse
there are no lopg~tern officers or divectors asppointed to the founcil.
Sivce the avsrage stay of a resident {s tuo to three months, it appears
ts he unliked that e sbabdle poveraing hedy will be coatrolled by the resi-
dests. Instesd, the only velatively permanent membara of your goveraiag body
are the twe Center omplovecd. Lwen thouph the sociasl verker and pro-
graw director of the {enter cannot odrafin voting pover; they are &
part of tha oxecutive cozuittes of the Coumcil. You thus are disgin-—
geinhable from the organization described in Rev, Rul, 48~73 Jus both
te the native of the services provide sad your relatiorabip Lo the
Canter,

In concluzion, as statad abeve, we rule that hesed on the infoe-
mation zubsicted, you do not Qualify for ezenpiion undar section 539
{c3{3) of tho Cedp., Contrlbations to you ot for yeur use are oot
deductible under section 179 of the Code.

You have the righs e protest this vuling if you belleve it is
incovrects. To protest, vyoo should subait 2 gtatement of wour viavs,
with a full sxplanation of your reasoning. This statement, aigned by
onz of your pripeipal officers, nust be sabmitted in duplicate withino
4l dzys frow the date of this letter. You alse have a right to a con~
ferenca in this office sfter your statement is subaitied. You pust
request the conference, i yon want ona, whon you £ile your protest
statements If you are to he roprosonted by someone who {2 pot ong
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sour princlpal officers, that peryon w11l need to file a proper power
of sntoeney and otharvise qualiiy under nyur (onferzuce and Practices
regul resenis,

If you do not protest this proposed rallng ia a tiwely manusr, it
wvill »e coupidered by the Iaterysal Rsvenue Ssrvice zs g failure to
exhaust avatlable sdpioierrative remadies. Sactien T428{(WI{3) of the
interasl Kavenue Uode pravides, in pere, thet, “A declarstory judgzent
er deerze under this sectlon zhall not he {sgued In any prosseding
ualuse the Tax Cosrt, the {laizs Lourt, or the distrilt court of the
Unlted States for the Bistriet of Loluwbim dsterainas that the orgeni-
ration {uvelvad has exhousted sdminizeyssi{ve rezedies aveilable to it
within the Intervsl Ravense fService.”™

Purther correspondeace with respact To this apsliecsticnh shonld be
aant Lo the followisg addressa:

'

]

intergal Ruevenue 3zrvice

111} {omardtation Avepue, R4,
"

vanndn 3. Ty Pelle ’\}22{;

tincerely veurs,

Chief, Emsppt Hrpanizations
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